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REPORT TO SHAREHOLDERS 
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On behalf of the Board of 
Directors, we are pleased to submit 
this annual report for the year 
ended December 31st, 1977, and to 
comment briefly on some of the 
more significant events during the 
year. 


Financial Results 


As reported last year, Bartaco 
Industries Limited, a subsidiary of 
the Company, has acquired a fifty- 
two per cent (52%) interest in 
Redlaw Inc., a U.S. corporation. 
Accordingly, this year’s financial 
statements include the results of 
Redlaw Inc. on a consolidated basis. 


The Company’s consolidated 
sales for the year were $46,814,412. 
As a result of the consolidation the 
prior year’s sales of $12,213,220. 
are not directly comparable. 
Consolidated earnings were 
$1,005,520., ($1.63 per share) 
compared to earnings in 1976 of 
$875,460. ($1.41 per share), which 
included extraordinary gains of 
$.25 per share. 


Quarterly dividends at $.10 per 
Class A share and similar payments 
less 15% taxes to holders of Class 
B shares were paid during 1977. As 
you are aware, shareholders were 
given the right to elect a stock 
dividend in lieu of the regular cash 
dividend with respect to dividends 
paid in the last quarter of 1977 and 
the first quarter of 1978. 
Shareholders in each case were 
given the right to take one 
additional share for every seventy 
already held in lieu of the cash 
dividend. As a result of such 
elections made by the shareholders, 


a total of 6,854 Class A and Class 
B shares were issued and listed for 
trading on the Toronto Stock 
Exchange in January, 1978, and a 
further 7,436 were issued and listed 
for trading in March of 1978. 


These stock dividends have 
enabled shareholders to take 
advantage of recent budget 
amendments providing that stock 
dividends are not to be included in 
the income of shareholders resident 
in Canada. Management is 
presently reviewing the advantages 
of carrying on with a program of 
offering stock dividends. 


Operations 


1. THE CASTINGS 
MANUFACTURING 
DIVISION 
As the difficult economic 

conditions which we all have been 

experiencing continued in 1977, 

management once again 

concentrated on achieving cost 
reductions and increasing 
profitability. Much effort was also 
directed to the Company’s 
marketing program so that the level 
of production could be maintained. 

Also, major capital expenditures 

were made at the Brantford 

foundry in order to improve the 
production capabilities of that 
operation. 


Once again, the Orillia Foundry 
performed satisfactorily throughout 
the year with operations in the 
October to December quarter at a 
three shift, six day level. 


During 1977, the labour 
agreements with the hourly 


employees in the Galt and 
Brantford foundries both expired. 
As a result of the responsible 
positions adopted by both 
management and union 
representatives, a one year 
agreement was negotiated at Galt 
and a three year agreement at 
Brantford. The 1977 settlements 
have not created undue hardships 
for either the Company or its 
employees. 


The Galt agreement expires on 
June 30, 1978. The Company is 
presently involved in negotiations 
with union officials. The agreement 
for the Orillia facility expires on 
December 31, 1978. 


2. GENERAL MANUFACTURED 

PRODUCTS DIVISION 

The innovator seating program 
made nominal profit for the first 
time during the final quarter. The 
usual start-up problems which arise 
with the introduction of a new 
product into the market have been 
overcome. Management is 
concentrating on sales so as to 
maximize the potential contribution 
of this new product to the 
Company’s profitability. 


The conventional seating 
division and industrial products 
division operated at satisfactory 
sales and earnings levels throughout 
the year. 


3. SPECIAL PRODUCTS 
DIVISION 
The production of Spraymould 
Limited, a controlled subsidiary, 
has been concentrated on several 


specific product lines. Concerted 
sales efforts are being made to 
market these products and 
management's plans for the future 
operations of this company will be 
dependant upon the success of 
existing product lines. 


AM UNITED STATES: 

OPERATIONS 

When acquired, Redlaw Inc., 
through two California based 
subsidiaries, was involved in the 
sale and leasing of heavy industrial 
and construction equipment in the 
western United States. It was 
management's decision to 
discontinue these operations, with 
the result that these subsidiaries 
were liquidated, for a consideration 
in excess of book value. 


On June 9th, 1977, Redlaw 
Inc. acquired at a cost of 
$2,280,496. U.S. a forty-three per 
cent (43%) interest in F.L. Jacobs 
Co., a corporation based in 
Grand Rapids, Michigan, and 
engaged in the manufacture and 
supply of sheet metal stampings 
and assemblies to the automotive 
industry. F.L. Jacobs’ name has 
since been changed to Grand 
Rapids Metalcraft Inc. Redlaw has 
subsequently increased its interest 
in Grand Rapids Metalcraft to over 
fifty per cent (50%). 


For the fiscal year ending July 
31st, 1977, the net sales of Grand 
Rapids Metalcraft Inc. were 
$28,567,967. U.S., resulting in net 
income of $1,114,080. U.S. or 
$1.45 U.S. per share. Management 
feels that the operations of Grand 
Rapids Metalcraft Inc. complement 
Galtaco’s operations in Canada and 


provide a solid base for further 
development and growth in North 
America. 


In April 1978, Metalcraft 
acquired in excess of fifty per cent 
(50%) of the voting stock of 
Founders of American Investment 
Corporation, a holding company 
located in Springfield, Missouri, 
U.S.A., and management hopes to 
acquire through Founders of 
American Investment Corporation, 
further operating entities 
complementary to present 
operations. 


5. MANAGEMENT 


In June 1978, Mr. Douglas 
Major was appointed Executive 
Vice-President of your Company 
with direct management 
responsibility for all foundry 
operations. 


Your directors, again, wish to 
thank all employees for their 
dedicated service and the 
shareholders for the confidence 
and interest shown by them. 


Outlook 


Management continues its 
policy of maintaining tight controls 
over present operations and of 
considering and reviewing 
thoroughly any potential 
acquisitions. Specifically, 
management is interested in 


Canadian and American companies 


with substantial involvement in the 
U.S. market place, and particularly 
in the automotive related field. 


The time and place of the 
forthcoming annual meeting of 
shareholders will be annourfced 


shortly. Notice of this meeting 
together with the Information 
Circular and Proxy Form will be 
forwarded to shareholders at such 
time. 


On behalf of the Board 
of Directors: 


FEEL. CR. 


D.L. Chandler 
Chairman 


ve 


D.R. McKay 
President 


Cambridge, Ontario 
June 7th, 1978 


Galtaco Inc. 


Five Year Financial Review 


Statement of Income: 


Gross profit 
Sales, financial and administrative expenses ... 


Other income 


Gain on!salesofiland ses ae cance ee 
Unrealized foreign exchange gain 


Share of income before extraordinary items 
Of subSICiaryY COMPANIES ss.) ns). sien ee 


Income from other investments............ 


Income before income taxes, minority interest 
and extraordinary items 


INCOMeEstaAXGSt ee eee ees ae oc ee 


Minority interest in income of subsidiary 
COMPANIES A 2 cutoh evnle ete rae cee 


Income from continuing operations........... 
Income from discontinued operations......... 
Income before extraordinary items............ 
Extraordinary itemise. as ee ne eentee eerie 


Net income 


Financial and Other Information: 


VV OLKinG Cap iahtgetterattentaeran as tesa ne 
Working capital ratio 
Long-term debt 


Minority interest in subsidiaries .............. 


Information relating to Class A and Class B 
shares. 


Number of shares outstanding 
Shareholders’ equity 
Equity per share 


* Including extraordinary items. 
4 


1977 


1976 


1O75 


1974 


igs 


$46,814,412 $12,213,220 $12,179,269 $13,627,334 $11,227,003 


38,867,183 


9,585,556 


9,429,849 


11,422,916 


9,244,465 


7,947,229 
5,393,013 


2,749,420 
1,491,679 


2,204,418 
1,465,822 


1,982,538 
1,149,998 


939,361 


140,163 
72,006 


1,257,741 


273,846 


738,596 


106,243 


832,540 


3,223,914 
1,166,714 


iy fog 030 
430,327 


1,550, 183 
558,363 


844,839 


2,057,200 


1,164,895 


892,305 
113,215 


$ 


1,005,520 


1,005,520 


154,257 
875,460 


991,820 


$ 991,820 


5117702 
384,473 


$ 


$ 
$ 


$ 
$ 
$ 
$ 


12,190,705 
1.85:1 
11,080,753 
8,330,006 


654,454 
6,127,313 
9.36 

6.63 

1.63 

40¢ 
16.3% 


$10,458,073 


$ 
$ 


$ 
$ 
$ 
$ 


2.58:1 
9,763,159 
5,064,861 


647,600 
DROZ lao 
8.26 

Teb/, 

1.41 

40¢ 
16.3% 


vant, O51 oo) 
TAKS, 
$ 2,260,830 


647,600 

$ 5,000,501 
$ TERS 
$ Zoe 
$ 1252 
30¢ 

195/76 


$ 1,300,814 
Igf3o 
$ 2,377,760 


652,500 

$ 4,242,195 
$ 6.50 
$ 1.54 
$ 37 
AS 
211% 


Sei 2439 
lesa 
$ 2,248, 076 


652,500 

$ 3,426,868 
$ 4) 740) 
$ 155 
$ 70 
23.5¢ 
13.396 


Galtaco Inc. 


Consolidated Statement of Income 
year ended December 31, 1977 


1977 1976 
eh Sam rere Se a ae ees eee nae Monet eh LO Rapa Ne A Ardara ies ca ee $46,814,412 $12;213,220 
COsmOnGoG0S SOlia we retceec ces ae cram trrarry chad tare iiemear Ooh e Buses y's kinins e accreted 38,867,183 97585, 556 
DUES A aye) ETS ARs hes on octet Pat a Sa ar Is eae en oo ea 7,947,229 2,627,664 
Senin cranGraa ministhallvie: EXPENSeCScs.- sc. ca vise cead.s Ws So Wib/sieee so aah ait wee 4,697,407 1,410,725 
Tee Re Stor OllG= LOLI GED trad sph, ots us toi crois, ce arkaw bate ep eoaeeb & an Sone wieceas © dra nok 531,350 223,284 
SLUTS NLC Los Um enng re toma Nee GN chara eee maeND wich areal eek Sa Mae Cintas 164,256 54,294 

5,393,013 1,688,303 
2,554,216 939,361 
Other income eter thee oor re 
Goat O Sal C Oma ete paths eat Ue sh cute ctrl Seager atoms caer aieae Miecces Acialns 131,753 
Unrealized foreign exchange gain ...............0c ee eeeaes ee ge tag 432,441 
Share of income before extraordinary items of subsidiary companies...... 140,163 
LEO MEM rOMmOtnerInVeStMeNtS asa ren Wen Eerec ae son iene ses elas et. ee 105,504 72,006 
669,698 212,169 
Income before income taxes, minority interest and extraordinary items........ 3,223,914 121515530 
NGIOen aX CGm mina nema Mn rte N A chit cen yet in, 3 aha Vekee ie dies SNS em Ree ee 1,166,714 430,327 
2,057,200 7217203 
Minority interest in income of subsidiary companies ...................2.00. 1,164,895 
Hac Omen LOmpeCOnUhullG OPeratiOnS © ons, oyu seh ups Screams carats ess eee 8 892,305 721,203 
Net operating losses of discontinued operations after income taxes and 
PMIELOLILV AITChCS tia be aree tae ee BG ann mir, den, eee Seen Riana kee hehe ee ora ee (31,567) 
Gain on disposal of assets of discontinued businesses after income taxes 
avin ARUN VO) AUSYPM Rel Merci tance pool wars Pa Can apretiac ee 8 era ee ee ea een ce meee Sa na 144,782 
INeOIne DErole extracrdinanyntems .. 0 een oan ees eo ee ee tas ae on stod meee 1,005,520 721,203 
Extraordinary items- 
VV nts PrOhe Cha POranvalnhVestinelt cneent kroiecie ca cae mehis «eee een 47,579 
Prot on sale of businesses of subsidiary company <=. .2.2-.22se60e.asa nc Alb22 
Income tax reduction realized on carry-forward of prior years’ 
IMGOME TA OSSES Oil SULSSICIEINY WOMMOEINW. soa 005 ces0cvo0b0n5nno0co0g0c 65,156 
154,257 
DG CANICOING tre tere i er er ol Beer ha Se ete See oe eg Rc oasis ators $ 1,005,520 $ 875,460 
Earnings Per Class A and Class B Share 
FG OMe TOMSCOMUMLNMOLODELAUONS wach anak soca acon e ee eee ard pees $1.44 $1.16 
ceOmmerIelOre: ex tra Or dinaryuteMS es oak mate sot awe ener e Gries citehe $1.63 $1.16 
[NG ERING OIG arernaueemen any elt iy MM RRR rear tn a ia anretee eda sia, Mee Ws han Nila $1.63 $1.41 
Consolidated Statement of Retained Earnings 
year ended December 31, 1977 
Balance at beginning of year 1977 1976 


PE SADPENLOUSI Vet COOK LEC ac ieeee ait eeraten a ec, cater aie a Eee eam at Meena Rs eee 


Adjustment of prior years’ income taxes 


less aminorityunterest therein (note: 10) Cats emacs he ain nimin civ ome mince 
PESBrOS LA LEC eens eet ete fatness avd cnc ncecehee a oie eis TE tos hay AONE chs i ahagetn Wes Ge heen 
Sh Tevet ng eh oa ete 8 ot AR PON ne ee Se ea eee eS Re ee A Ne ner cere eT 


Dividends on 


BhETChehnGessahCSee re pate ee nee Patt aay Cena reer Meda acre aicns en eee 
Classe AvanGaGlasseBashalreSmae wate ee ee erate enene 


Balai Corton Gin VO la epee cee retcets euniaieieis lust omnes cle myeisa a wisi titers aes ae atway 


$ 4,883,218 


64,290 
4,818,928 
1,005,520 
5,824,448 


Sor a 
259,040 
262,752 


$ 5,561,696 


$ 4,270,998 


64,290 
4,206,708 
875,460 
5,082,168 


4,200 
259,040 


eaten BA 


263,240 
$ 4,818,928 
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Galtaco Inc. 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet 
as at December 31, 1977 


Assets 


Current Assets: 
GE To) 5 RN RNY oc 5 >.) = ce RP REA Pepe RASC? Sar, ie Dogs ite oy al 8 Se foun 


Short-term investments at cost which 
approximates MarketVale caveat «ex ee vere see Remar sce eee 


Accounts: receivables tryst saanieeecescorectnsie Sk ne Re eS PR eee 
Note receivable wisi itr aioe te stars, scaasvconcrle, Gime eel cake ts Gene ete mee ee Poe ne 
Inventories Nmote.2)2n a. sae cea ae hen ae me ree eer eee ee cat ha eae se 
Prepaid expenses, ancurneas cise a wale cercicic et ciety ae Ae ee ae eee 


Investment in non-consolidated subsidiaries 
CGT BY is Mrs kc ee ee ae the Ae ne eee 


Life Insurance, cash surrender value ............. Perea itd Wen tc ae ee 


Fixed Assets 
Land 


Butldings arid tmorOvements oneraen cae ere apn eae ere eens 


CC ie Var Wh Oe SS Ga att eC Tar aS eC A et eC TL pec er ta Yo Nec ud eC vat ue ar tat OMe C Ei Wh at Te i vel ey reece CUM tin thet eee ky acne Cie ih eceecern Cl 


Machinery and Equipments. catvotua moet eaten meee ee eee 


Lessiaccumulated denreciationin.s2 1.0 site a etn ee oe 


Deferred Charges, less amortization (note 5) 


APPROVED BY THE BOARD: 
D.R. McKay, Director 


F.W. Simpson, Director 


1977 
$ 7,283,680 


599,502 
8,612,025 


9,678,139 
__ 307,452 
26,480,798 


907,214 


41,773 


569,556 
6,474,484 
16,839,409 


23,883,449 


10,574,665 


13,308,784 


1,420,807 


$42,159,376 


1976 


$ 7,100,749 


616,633 
3,323,544 
PPS Thay | 
5,661,376 
136,949 


17,061,008 


738,149 


36,927 


606,811 
4,394,480 
11,841,086 
16,842,377 
FEMEZL ANS 
9,720,181 


818,362 
$28,374,627 


Se 
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Liabilities 


Current liabilities: 
Bahikcihventedness moO oye cence ere eeieie errs le ols ates Steie are 
mCcOUNtS pavabie anaraccrued liabilities. cass. csGecaees dui oades sess ess 
INCOMeran Got herataxeS ey seaw eet sated eye crete mes oj eickate cee scca cause catenaies 


GEL OL See h atat a ben ie esler ate ee, Rison iawelyh me SRE cg SOAR RI Cro a er ae eM 


POASORL OP OSIES gery et ere reer er el) otc ees MiSNa, Sues at sea eee aerial re 
Pon Lori DOD ts MOtee, erm ee cre cut ccm ne tet tes dn vie euciccamts nos viese sed au wvacy alone 
LIS rOLeeGuiniCOIM@ LL AXOS sehen wean ede oe als cbt e Geb, valeurs canted 


Shareholders’ Equity 


Capital Stock (note 8) 
Authorized 
2,828 6% Cumulative first preference shares, 
par value $100, redeemable at up to 
$105 per share 
779 6%% Cumulative participating second 
preference shares, par value $100, 
redeemable at up to $105 per share 
999,500 Class A and Class B shares without par 
value 
1,000 Common shares without par value 
Issued 
BLOsPUSUDrererenCer Sales san rene eee c ies tec mee avers Gis. Se wise 
2) Deo eCCOnGIDIclelence shareSanme ne welae ocr ce nero apne 
654,454 Class A and Class B shares (647,600 in 1976) ............. 


SOMO ULC CORSE PLUS eerie ae Siete wadion Sere Pele hae «Slee Ata aie cae eee en 
HOLA GCI ALIN GS eater eee Scat Cae neh enh cease ts eos ome ois apnea 8 


Cost of shares in company held by subsidiary ..................-..04.- 


Commitments (note 9) 


1977 


$ 4,274,556 
7,953,835 
928,896 


1,132,806 


14,290,093 


2,196 
11,080,753 
2,268,315 
8,330,006 


21,681,270 


32,800 
27,900 
675,929 


736,629 


101,552 
5,561,696 


6,399,877 
211,864 
6,188,013 


$42,159,376 


1976 


$ 2,818,440 
1,805,439 
1,263,172 


715,884 
6,602,935 


33,340 
9,763, 159 
1,497,517 
5,064,861 


16,358,877 


32,800 
27,900 
627,951 
688,651 
101/552 
4,818,928 
5,009; 131 
196,316 
5,412,815 


$28,374,627 


| 


Galtaco Inc. 


Consolidated Statement of Changes in Financial Position 
year ended December 31, 1977 


Working Capital Derived From: 
Operations 
Income. before: extraordinary Wtems.. 2... cere ater crane errr ein riers esc 
Items not involving working capital 
Depreciation:amcdiamortizatlonyecee re yi ts cess aterm oe ee ce ep 
Deferred income taxes’. asses see her reas ne eee ee eee crates 
Discount on bonds purchased for cancellation..................085 
Minority interest in income of subsidiary 
GOMIDGMIGS Rey eee ates oe cient okie coc ee niente a ee eee eg Soe 
Equity in income before extraordinary items 
of subsidiary CompanieS ae ncwtank ctu eo onGin selena teen sre 


Acquisition of subsidiaries (note 4) 
LOAG= term bankilOansiomae co sree sce eel esceet ceca chet et ccc uneeae eee au mesene ete enti 
SUGrINOtE Payable. wemimersa sae kik aie terinie ee tate ete ete ee aia 
Working capital:less cost Of ACQUISITION ..-05.0 6 © sneer oe oer 
1O5590: DEBS TU Reser earns 3 eo et ere cehe ace etek edits ete 2 tne en ete 
issue Of Capital STOCK 6 peeks kaa een eae as eis fe ner ee een ae ee 
Sale-oF Tixedsassetsn c2Uk ste cate erate ene i ececanr tte sere ee te een es 


Working Capital Applied To: 

Reduction im lease: deposits gene ateencrs mec ate eens oe eee ee 
Advances to non-consolidated subsidiaries ............ 0.00. cue eee eee 
VVHtCUD OT LEMpPOranyanVEStMe Nias. eater ese ene eee rere me eee 
AGGhiOnS: £0 TIXECASSETS %srees nts cytace. ite Mca ae a es 
Reduction of long-term debt 
Increase in deferred charges 
IWRC GIGS) oo sections eet ace See atee Gia ia ar ee Y Gee ete oie ee ea 
Redemption of shares of subsidiary company 
Dividends paid to minority shareholders of 


Pee ei seth Cy Cleric Ce Car certo inet hatuoe cone co) osc) ech co) oho 


CORE COT eC WNC i Tec es tt Oat ie eeCh Gilt te Ouse iCheC HL MeCN IC HEC Par) Chea sg eece a cen Chace ieeciy creo 


Increase in Working Capital 


Working Capital at Beginning of Year: 
AS PIGVIOUSI Ve TED OLE Cia acess cate tcireras a ears ee nT Oe ee eee 
Adjustment of prior years’ income taxes (note 10) 
As restated 


1977 


$ 1,005,520 
876,924 
617,433 

(380) 


1,369,742 


3,869,239 


1,325,371 
2,000,000 
47,978 
263,061 


7,505,649 


31,144 
169,065 


2,904,820 
1,136,426 
660,069 
262,752 
248,740 


314,959 
45,042 


5,773,017 


1,732,632 


10,587,637 
129,564 


10,458,073 


$12,190,705 


1976 


Sem Zi 203 
400,397 


35,398 
(753) 


(140,163) 


1,016,082 


4,800,000 
2,921,613 
1,883,284 


35,545 


10,656,524 


387,448 
(47,579) 
453,529 
621,434 


263,240 


22,806 


1,700,878 


8,955,646 


16315991 
129,564 


1,502,427 


$10,458,073 


Galtaco Inc. 


Notes to Consolidated Financial Statements 
year ended December 31, 1977 


1. Accounting Policies: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


Basis of consolidation 
These consolidated financial statements include the accounts of the company and all its subsidiaries except 
those referred to in note 3. 


Foreign currency translation 
The accounts of the subsidiary companies located in the United States have been translated to Canadian cur- 
rency as follows: 


Current assets, current liabilities and long-term debt - - - at exchange rates in effect at the balance sheet date. 
Fixed assets - - - at exchange rates prevailing at dates of acquisition. 


Accumulated depreciation and related provision against income - - - at exchange rates prevailing at dates of 
acquisition of the related assets. 


Income and other expenses - - - at average exchange rates for the year. 


Inventories 
Inventories are valued at the lower of cost (determined primarily on the first-in, first-out basis) and net realizable 
value. 


Investment in non-consolidated subsidiaries 
The investment in the 51% owned non-consolidated subsidiaries, Spraymould Limited and Spraymould (Bahamas) 
Limited is recorded at cost less provision for decline in value of advances. 


Fixed assets 
Fixed assets are stated at cost and are depreciated principally on the straight-line basis using rates which are 
intended to write off the cost of the assets over their estimated useful lives. 

Deferred charges 
Long-term debt issue costs are amortized over the original lives of the related debt. 
Deferred development costs relating to products in commercial production are being amortized based on units 
sold. Management anticipates that these costs will be fully amortized within three years. 
Deferred development costs relating to products currently in the development state are stated at cost less sales 
revenues therefrom. 


Pension plans 
Current service costs are charged to income as they accrue. Unfunded past service liabilities are being charged 
to income as set out in note 9. 


2. Inventories: 


1977 1976 

RAVE natenials ancesUOplleSsvom ne seus atime Ses a ees ai peewee es heme $5,190,925 $1,744,851 
VON RO CES Seeman p nts titi a ficn ci ech tere eon isine Cubes» a-ohee eee ete ae 3,225,286 1,159,963 
iM She CO OOd Siege peter cane Minlwinn bare ahaa: eAsenoe Se eka chctiens Sens eich mas 1,261,928 21 5b 562 
$9,678,139 $5,661,376 


3. Investment in Non-Consolidated Subsidiaries: 


(a) 


(b) 


(c) 


The company has operational control of Spraymould Limited and Spraymould (Bahamas) Limited and is committed 
to contribute its management expertise to their operations. 

Should Galtaco give up its operational control it would be required to relinquish its shares in the Spraymould 
companies. Accordingly, the accounts of these controlled subsidiaries have not been consolidated in these financial 
statements. 

Galtaco has guaranteed bank advances to Spraymould of $160,000 at December 31, 1977, and while it retains 
operational control, is committed to the guarantee of further advances and interest thereon for the financing of 
Spraymould operations. 

Spraymould is in the research and development stage of its corporate existance and all expenses net of government 
grants and sales revenue have been treated as deferred charges. The ultimate worth of the assets shown in the 
following summary of financial data and the company’s investment in Spraymould is dependent on the successful 
development of the production process, suitable financing and subsequent sales or royalty agreements at adequate 
prices. A provision for decline in value of advances to Spraymould in the amount of $125,000 has been reflected in 
the accounts of the company at December 31, 1977 and 1976. 
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Galtaco Inc. 


Notes to Consolidated Financial Statements (continued) 
year ended December 31, 1977 


3. Investment in Non-Consolidated Subsidiaries: (continued) 


The investment consists of: 


Shares at cost (51% owned in 1977 and 1976) 


8% Advances maturing July 31, 1982 


CEGCIINGEITAGV GE chante et ees een RA RIC esl eet eye oom ee 


less provision for 


Spraymould Limited, summary of financial data: 


Curren tasSets 4225.0) ane re ee ee 
Receivable from affiliate............ 
Fixed assets, net of depreciation..... 
Deferred charges 7. wsccn ase renscet on 


CurrentallabllitleSaemme erent eerie 
MONG (ennmmOebt acta sie tee re 
apitaliStOCl war tees cases catireers one 


Dy CPi Oy cnt tc hero Ct tech Oe Cle) 


1977 
$ 9,705 


897,509 


$ 907,214 


December 31, 


197Z, 


$ 119,883 
47,964 
215,022 
3,142,784 


$3,625,653 
$ 231,495 


3,256,658 
137,500 


$3,625,653 


Spraymould (Bahamas) Limited is currently inactive. Its assets and liabilities are not material. 


4. Investment in Grand Rapids Metalcraft Inc.: 


1976 
$ 9,705 


728,444 
$ 738,149 


June 30, 
1977 
Audited 
$ 188,385 

46,745 
350,670 
2,943,720 
$3,529,520 
$ 266,248 
fl (PLe wy A 
137,500 
$3,529,520 


On June 9, 1977 Redlaw Inc., a subsidiary company, acquired approximately 43% of the issued common shares of 
Grand Rapids Metalcraft Inc. (formerly F.L. Jacobs Co.). Purchases on the open market subsequent to that date 


have increased Redlaw’s holdings to over 50% as at December 31, 1977. 


The acquisition of this subsidiary is accounted for by the purchase method. Net assets acquired at assigned values 


(book value $4,910,043) is as follows: 


Currentassets aaa ee ee 
FIXGdiaSSCISts ae ee cee renee 
Otherrassets rece eer sees ee 


(CUIEMATBIONUNIES: «ca ctenoscaueanocs 
Pong tenn Cente sert ane 
Deferred income taxes ............. 


MUIRONIVIN TEES Ue mee accra oe 2 A 
GashaconsiacratiOnee teen 


5. Deferred Charges: 
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Long-term debt issue costs ......... 
Deferred development costs 
Products in commercial production 
Products in the development stage 


$7,678,941 
1,584,775 


118,371 


3,646,155 
454,020 


1527525 


1977 
$ 36,110 


1,321,912 
62,785 


$1,420,807 


$9,382,087 


4,252,700 
5297307 
2,421,972 


$2,707,415 


1976 
20,263 


738,461 
59,638 


818,362 


a 
PRIA IES EDD I Ea PET OE REY OT BD RE PDL SP EEA BD AE OE EET EBC IE EI OBE OTE EAE NE ENP TY EN IE EAE IER AOE DE SP AEE GOAL LEE GA RS ABT LEE ELLE BIA LAA EME Tip Se LEBER 


6. Bank Indebtedness: 


Bank indebtedness is secured by a general assignment of book debts, inventories and shares of certain subsidiary 


companies. 
7. Long-Term Debt: 


5%% General mortgage sinking fund bonds due 
UVM EL OC epee CER ter eee ee ee yen OTA MTR tiles mats 
MOSSRS IMI CcILIN Cut Siler nme erick ieee Gene crarcy iyer ks ol gact fii eyeiciiorer + 


Hier eDentureraiuers Ul Val OyalOGe samieen verci eussstotactataw sciences eee 
1OVosl-instimortgage ponds due Jumei lS, 1982 2. o225 a. eas cee tes os 
Bank Joans, payable semi-annually to 19802... 45:4... sc025sanevess 
5ouNote, pavable:annually tO°1987) < iecnc scan Ga es ule as ov os Se STAT ore 
leva ya ease Vannyetein' allele gleckay eeartnc User ane Ber nek hae aaa Sc eae eae era 
Jeo Debenture, payable monthly to 1981...5..,<....0.000>e0.s0n-- 
OrorNotespavabiecannUally TOMO / Om eae se pete t ica cea we va nae ware eo 
Debenture due November 15, 1982, bearing 

interest at a variable rate, currently 

BEST OR Br ae et Bern ee eg oe ee ene eee 


Less principal included in current 
HADI GSaerane es criti tee pe kotecs Man eAhan cn aateruSeys esha ths nce Bless 9 


1977 


120,500 
10,100 


110,400 


885,500 
277,496 
500,000 
2,787,613 
5,270,400 
300,900 
101,250 


1,980,000 


12,213,559 


1,132,806 


$11,080,753 


10,479,043 


715,884 


$9,763,109 


The long-term bank loan is payable in U.S. funds and bears interest at the U.S. base rate of the company’s bankers 
(8%% at December 31, 1977) plus 14% to December 31, 1979 and 2% thereafter. Principal payments of U.S. 
$500,000 are due on December 31, 1979, 1980, and 1981, and the balance of U.S. $3,300,000 is due on December 


31, 1982. Under certain circumstances earlier repayment may be required. 


The bank loans are secured by assignment of shares in a subsidiary company and certain short term investments. 
The bonds and debentures are secured by the company’s fixed assets and by floating charges on all its assets and 


undertakings. 


Under the terms of certain of the debt instruments, the company has agreed to certain regulation of the following 


activities: 

(a) Investments 

(b) Borrowing of money 

(c) Redemption of capital stock 
(d) Payment of dividends 

(e) Loans to shareholders 


Principal due on long-term debt within each of the next five years is as follows: 


1978 $1,132,806 
1979 1,433,563 
1980 1,385,414 
1981 1,340,477 
1982 5) 036,c0e 


8. Capital Stock: 


The Class A and Class B shares are interconvertible and the Class B shares are eligible for tax deferred dividends. 
Such dividends are effectively reduced by the company’s tax costs related thereto. In all other respects the rights 


of the Class A, Class B and common shares are identical. 


During the year ended December 31, 1977, 6,854 Class A and Class B shares were issued for a consideration of 


$47,978. 


Galtaco Inc. 


Notes to Consolidated Financial Statements (Continued) 
year ended December 31, 1977 
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10. 
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12. 


13. 
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Commitments: 
Unfunded Pension Liabilities ; 
The most recent actuarial valuation indicates that the actuarially-computed value of vested benefits exceeded 
pension plan assets and balance sheet accruals in a subsidiary company by approximately U.S. $4,180,600 as at 
August 1, 1977. The subsidiary amortizes past service costs over thirty and forty years. 


Unfunded past service liabilities in the parent company approximate $128,000 at December 31, 1977. This liability 
is being funded by annual instalments through 1988. 


Plant Expansion 
At December 31, 1977 the Board of Directors of a subsidiary company had approved expenditures of U.S. 
$2,200,000 for expansion of production facilities. Related long-term financing has been arranged. 


Adjustment of Prior Years’ Income Taxes: 


Comparative figures have been restated to reflect a charge of $129,564 for income taxes reassessed to a subsidiary 
company with respect to its 1974 and 1975 taxation years, of which the parent company portion is $64,290. 


Anti-Inflation Legislation: 


The company and its Canadian subsidiaries are subject to the provisions of the Anti-Inflation Act which provide for 
restraint of prices, compensation and dividends. In the opinion of the management, the company has complied 
with this legislation. 


Subsequent Events: 


Subsequent to December 31, 1977: 

(a) Redlaw Enterprises Inc. purchased 200,000 of its common shares for U.S. $800,000 cash. 

(b) Grand Rapids Metalcraft Inc. made an offer to the shareholders of Founders of American Investment Corporation 
(a U.S. closed-end investment company) to purchase approximately 51% of the common shares of Founders for a 
total cash consideration of approximately U.S. $3,300,000 including fees and expenses. Grand Rapids intends to 
finance approximately $1,600,000 of the purchase price by a bank loan repayable in 18 months and the balance by 
way of a loan from Redlaw Inc., its parent company, under the same terms and conditions as the bank loan. It is 
the intention of Grand Rapids to repay these loans from the proceeds of a subscription offering to its shareholders 
for additional shares of its common stock. 


Other Statutory Information: 


1977 1976 

Direct remuneration of directors and 
SEMMIOlCWO (UCELS ae aie eek oe coe eee ee Ee RCE Se ee ae $ 308,758 $ 294 645 
DIEDISCIATION Baer emacs LG tee ent eet ets Ne arte ee ciny i ey eee ee 819,300 396,345 
AMOrIZatlontress 4 tan ca Nene at tena Pee ae ee a Le 57,624 4,052 


Thorne 


Riddell 


& Ce) CHARTERED ACCOUNTANTS 


AUDITORS’ REPORT 


To the Shareholders of 
Galtaco Inc. 

We have examined the consolidated balance sheet of Galtaco Inc. as at December 
31, 1977 and the consolidated statements of income, retained earnings and changes in financial 
position for the year then ended. For the company and its subsidiaries of which we are the 
auditors our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. We have relied on the reports of the auditors who have examined the financial 


statements for certain subsidiaries. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the company as at December 31, 1977 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the preceding year. 


SP aereee: Post eek x Co. 


Chartered Accountants 
Cambridge, Canada 


March 8, 1978 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 


mariea 
RANE 


